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SUB J : CHILEAN WITHDRAWAL FROM ANDEAN DEVELOPMENT CORPORATION 

1 . FOLLOWING CHILE S WITHDRAWAL FROM THE ANDEAN COMMON 

MARKET THERE WAS SOME UNCERTAINTY OVER WHETHER THE COUNTRY COULD 
CONTINUE AS AN ACTIVE MEMBER OF THE CORPORACION ANDINA DE FOMENTO 
(CAF) SINCE CAF LENDING IS TO BE LIMITED TO PROJECTS WHICH 
CONTRIBUTE TO THE INTEGRATION PROCESS. LARGELY AT VENEZUELAN 
INSISTENCE CHILE EVENTUALLY AGREED TO WITHDRAW FROM THE CAF. 

THE CAF BOARD OF DIRECTORS MET IN BOGOTA LATE LAST WEEK TO REACH 
AGREEMENT ON THE TERMS UNDER WHICH CHILE WOULD SEVER CONNECTIONS. 

SINCE THE CAF WAS FOUNDED CHILE HAD PURCHASED CAF SHARES WORTH 
APPROXIMATELY $11 MILLION AND IN TURN CAF HAD EXTENDED SOME 
$25 MILLION OF CREDIT FOR CHILEAN PROJECTS. 

2. OVER THE WEEKEND THE WIRESERVICES AND LOCAL PAPERS HAVE 
PUBLISHED WIDELY VARYING VERSIONS OF THE AGREEMENT THAT WAS 
REPORTEDLY CONCLUDED. CAF SOURCES HERE TELL US THAT ALTHOUGH 
SEVERAL PROPOSALS WERE TO BE CONSIDERED THE CHILEAN DELEGATION 
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UNEXPECTEDLY TERMINATED THE DISCUSSION BY ANNOUNCING THAT CHILE 
DID NOT INTEND TO PARTICIPATE IN ANY SCHEME FOR RESELLING SHARES 
OR REPAYING LOANS. THE CHILEAN REPRESENTATIVE SAID THE VALUE 
OF THE SHARES ROUGHLY APPROXIMATED THE AMOUNT OF LOAN FUNDS 
ACTUALLY DISBURSED TO CHILE. CHILE, THEREFORE, CONSIDERS THAT 
THE TWO CANCEL EACH OTHER OUT AND THIS CHILE'S RIGHTS AND 
OBLIGATIONS AS A CAF MEMBER ARE TERMINATED AS OF NOW. THE CAF 
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ASSEMBLY (HIGHEST POLICY BODY) IS TO MEET IN THE NEAR FUTURE TO 
RESPOND TO CHILE S UNILATERAL ACTION. 

3. COMMENT: CHILE’S DRAMATIC SOLUTION WOULD AVOID WHAT COULD 
BE PROLONGED AND VITUPERATIVE BARGAINING. IT HAS THE ADDED 
ADVANTAGE OF RELIEVING THE OTHER COUNTRIES OF THE NECESSITY TO COME 
UP QUICKLY WITH THE FUNDS NECESSARY TO PURCHASE CHILE'S 
SHARES. IT IS LIKELY THAT THEY WILL ALL PLEDGE TO PURCHASE THE 
SHARES OVER A COMFORTABLY LONG TERM. 

SHLAUDEMAN 
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